Bulletin 


OF THE 


American Institute of Accountants 


No. 111 July 15, 1933 


Annual Meeting, 1933 
Elijah Watt Sells Scholarship Prize 
Regulations under Securities Act 
Industrial Recovery Act 
Bankers and the Natural Fiscal Year 
State Society News 


Announcements 


COPYRIGHT 1933 BY AMERICAN INSTITUTE PUBLISHING CO., INC. 
135 CEDAR STREET, NEW YORK, N.Y. 


Published Monthly 


15 CENTS A COPY : $1.00 PER ANNUM 


BUS. ADM, 
LIBRARY 
MKS 


= — 


AMERICAN INSTITUTE OF ACCOUNTANTS 


OFFICERS—1932-1933 

F. B. ANDREWS 

WALTER MUCKLOW 
A. P. RICHARDSON 


| 


| 
| | 
| 
| | 

5 
| | 


Bulletin of American Institute of Accountants 


AMERICAN INSTITUTE OF ACCOUNTANTS 


Annual Meeting 


The committee on meetings is looking for- 
ward to a record attendance at the annual meet- 
ing of the American Institute of Accountants 
to be held at New Orleans, October 16-19, 
1933. 

Aware of the fact that this claim is advanced 
beforehand by nearly every committee on meet- 
ings, the present committee points to the fact 
that this will be the first annual meeting in the 
south since the Institute was established; that 
large numbers of members in the southern 
states have already indicated their intention of 
attending, and that the attractions of New Or- 
leans itself will undoubtedly draw many mem- 
bers of the Institute from the more distant 
states who have never had the opportunity of 
visiting the “metropolis of the south” before. 
The program, as outlined in a letter broadcast 
by the committee and summarized in the June 
Bulletin, has elicited favorable comment, and 
the Society of Louisiana Certified Public Ac- 
countants, through a large number of sub- 
committees, is making elaborate preparations 
to receive and entertain those who attend the 
meeting. 

The committee has fixed the registration fee 
at $10 for men and $7.50 for ladies. The 
Roosevelt hotel at New Orleans will be head- 
quarters. 

A good deal of interest has been shown in 
a proposed cruise on a United Fruit company 
vessel following the meeting. The Institute 
has been informed that accountants from New 
York and other eastern cities may take advan- 
tage of a combined rail and water “‘circle tour” 
at a cost of a little more than $160, excluding 
pullman and meals on train. Under this plan 
the trip from New York to New Orleans might 
be made by railroad and the return trip by boat, 
with a two-day stopover at Havana. The boat 
trip would occupy eight days. The total cost 
($160—$170) would include railroad fare on 
the going journey and all expenses on the re- 
turn trip, including cabin and meals on boat, 
and hotel room and meals at Havana. 

Those who should wish to take this trip are 
requested to notify the secretary's office if they 
have not already done so. 


SUB-COMMITTEE ON ATTENDANCE 


In an endeavor to disseminate information 
about the meeting and to bring to the attention 
of members the advantages of attendance, the 
president has appointed a special sub-commit- 
tee on attendance at the annual meeting, whose 
members will undertake to canvass practising 
accountants in their respective vicinities. The 
members of the committee are as follows: 


Joseph B. Baerncopf, Indianapolis 
Joseph A. Boulay, Minneapolis 

Marvin O. Carter, Memphis, Tenn. 
George B. Clegg, Jr., Providence 
Charles F. Coates, Hartford, Conn. 
Alfred H. Coe, Wilmington, Del. 
Charles Cowan, Seattle 

William Dolge, San Francisco 

Allan C. George, New York 

Berl G. Graham, Cincinnati 

Horace P. Griffith, Philadelphia 
Albert H. Hammarstrom, Clinton, Ia. 
J. W. Hanks, Portland, Oregon 
Thomas W. Hinton, Louisville, Ky. 
William E. Humphreys, Denver 

Joel Hunter, Jr., Atlanta, Ga. 

Harold C. Jordan, Portland, Maine 
Lincoln G. Kelly, Salt Lake City 

John B. McCabe, Wilmington, N. C. 
Forrest Mathis, Dallas 

H. C. Moeller, Omaha 

Harry W. Moore, Los Angeles 

Lee J. Muren, St. Louis 

Joseph A. Padon, Tulsa 

J. A. D. Parrish, Norfolk, Va. 

W. H. Plunkett, Phoenix 

G. Harvey Porter, Baltimore 

A. H. Puder, Newark, N. J. 

Joel A. Rogers, Jackson, Miss. 

Alfred J. Rowland, Miles City, Montana 
H. D. Sampson, Milwaukee 

Hollis H. Sawyer, Boston 

Thomas J. Shannon, St. Paul 

F. Hopkinson Smith, Birmingham, Alabama 
Stanley Spurrier, Wichita, Kans. 

J. Angus Steven, Chicago 

John H. Verkouteren, Washington, D. C. 
Robert E. Warren, Cleveland 

Francis M. Williams, Jacksonville, Fla. 
Richard S. Wyler, Kansas City, Mo. 
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“CO6GPERATION IN ACCOUNTANCY 


A member of the Institute in the southwest, 
expressing his opinion of the desirability of a 
large attendance at the annual meeting of the 
Institute, and particularly the desirability of at- 
tendance by well known members of the pro- 
fession, writes in part as follows: 

“Public acountants have shown much concern in 
the matter of codperation with bankers, credit men 
and stock exchanges, but they seldom attempt to de- 
termine the value of such coéperation among them- 
selves. The betterment of the profession in the mat- 
ter of ethics, moral and material, together with an 
active and wholehearted interest in the welfare of 
the profession is most desirable at this time. 


“Take meetings of the local organization, the state 
societies or the national societies, and we find but a 
minor portion of the membership in attendance. The 
outstanding members of the profession do not seem 
to appreciate the importance of being on hand in 
person, either for their individual interests or to im- 
press the business world with the fact that such 
meetings are for the betterment of the profession. 


“It is not unusual to hear prominent bankers and 
business men comment upon the absence and lack of 
interest displayed by those who are deemed to be the 
leading spirits of the accountancy profession. While 
our friends may know Tom, Dick and Harry they 
more fully appreciate the attendance of Mr. Brown, 
Mr. Smith, Mr. Jones and others of state-wide or 
national reputation. The sterner sex do not differ 
materially from those of the gentler sex who scan 
the society pages to learn about the doings of the 
ladies they deem of some importance. The human 
race in general has always been deeply impressed by 
those who attain some degree of prominence. 

“Public accountants, generally speaking, have far 
less coéperation than most organizations. If ac- 
countants are to make headway, it is highly im- 
portant that they show more interest in the welfare 
of the profession. The meeting in New Orleans 
should be well attended, but unless something is 
done to convince the leaders of the profession that 
it is to their personal interest to attend, we shall 
not be able to impress the southern states with the 
importance of the American Institute or the pro- 
fession as a whole.” 


“Accountancy as a career” was the subject 
of an address by Elmer L. Hatter before gradu- 
ates of Strayer-Bryant & Stratton College, Balti- 
more, on June 9th. 
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Elijah Watt Sells Scholarship Prize 


The board of examiners has awarded the 
Elijah Watt Sells scholarship prize for the can- 
didate obtaining the highest grades in the In- 
stitute’s examinations to Dick D. Quin of 
Jackson, Mississippi, who sat for the Institute’s 
examinations before the Mississippi state board 
of accountancy at the May, 1933, sessions. His 
grades were the highest received from the In- 
stitute’s examiners in the current year, 1932-33. 

Under a resolution of council at its meeting 
April 13, 1933, the Sells prize, which had 
formerly been available only to applicants for 
admission to the Institute, was made available 
to all candidates sitting for the Institute’s ex- 
aminations, whether before the Institute’s board 
or in codperating states. 

Mr. Quin, the prize-winner this year, is 
twenty-eight years of age. He studied at Meri- 
dian High School, Meridian, Mississippi, and 
at Mississippi Agricultural and Mechanical Col- 
lege. In 1928, after several years’ experience 
as bookkeeper, he entered the employ of W. Q. 
Sharp, certified public accountant and mem- 
ber of the American Institute of Accountants, 
at Jackson, Mississippi, of whose staff he is still 
a member. 

The Sells prize consists of $50 derived from 
the income of a fund established by council of 
the Institute in honor of the late Elijah Watt 
Sells. 


Institute Members Invited to 
Dominion Association Meeting 


Members of the American Institute of Ac- 
countants have been invited to attend the thirty- 
first annual meeting of the Dominion Asso- 
ciation of Chartered Accountants, to be held in 
Edmonton and Jasper Park, Alberta, August 
29, 30 and 31, 1933. 


Northern Ohio Chapter 

A special dinner meeting of the Northern 
Ohio chapter of the American Institute of Ac- 
countants was held at the Cleveland Chamber 
of Commerce club, Cleveland, on June 12th, at 
which 21 persons were present. 

After the dinner Floyd Chilton, president of 
the chapter called the meeting to order, and 
after a few introductory remarks by the secre- 
tary, turned the meeting over to L. Park, who 
called on various members to open discussion 
on a series of questions of general interest. 
After general discussion the meeting adjourned. 
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John P. Archer 


John P. Archer died on June 26th at the age 
of 74. He was a charter member of the Ameri- 
can Institute of Accountants, and as chief of 
the Institute’s staff of examiners, had con- 
tributed largely to the success of the plan of 
codperation in examinations, under which the 
Institute's examination questions are made 
available to state accountancy boards and the 
— of candidates are graded on a uniform 

asis by the Institute’s examiners. Mr. Archer 
had participated in this work since its incep- 
tion in 1917, and in his latter years he devoted 
a great part of his time to it, for much of 
which he asked no compensation. It is to his 
unflagging interest and the meticulous care with 
which he performed his duties that the general 
respect with which the Institute's examinations 
are regarded must be largely attributed. 

Mr. Archer was born in London, England. 
He came to the United States in 1895 and ob- 
tained C. P. A. certificate No. 216 in April, 
1902, from the state of New York. He prac- 
tised public accounting on the staff of Has- 
kins & Sells, later in partnership with Thomas 
B. Dean and finally on his own account. 

Funeral services were held at the Church of 
the Heavenly Rest, New York, on June 28th. 
Representatives of the Institute in attendance 
included Charles E. Mather, a member of the 
board of examiners, Raymond C. Brown, Wil- 
liam J. Greenwood and Lester D. Mapes of the 
examining staff, as well as the secretary of the 
Institute. 


Albert R. Erskine 


The death of Albert R. Erskine, president of 
the Studebaker Corporation, occurred on July 
1st. He was 62 years old. Mr. Erskine was a 
certified public accountant of Connecticut. He 
had been a charter member of the American 
Institute of Accountants and had retained his 
membership in the Institute until 1932. He 
had been treasurer of the Yale & Towne Com- 
pany and vice-president of the Underwood 
Typewriter Company prior to his affiliation 
with the Studebaker Corporation as treasurer, 
director and member of the executive commit- 
tee. He became vice-president in 1913 and 
was elected president in 1915, holding that 
position until his death. 


Regulations under Securities Act 


Copies of the regulations and registration- 
statement form promulgated by the trade com- 
mission under authority of the federal securi- 
ties act are sent to members and associates 
of the American Institute of Accountants with 
this Bulletin. The regulations were made pub- 
lic by the commission on July 6th. 

As reported in the June Bulletin, a sub-com- 
mittee of the Institute's special committee on 
public relations conferred with the trade com- 
mission on problems arising in the preparation 
of the regulations and registration-statement 
form. The sub-committee on several occasions 
met at Washington with a committee of the 
trade commission under the chairmanship of 
Baldwin B. Bane, which had been charged 
with the duty of drafting the regulations. 

The preliminary conferences were devoted to 
a general discussion of the purposes of the com- 
mission and the duties imposed upon it by the 
act itself. It was explained that the administra- 
tive difficulties which confronted the commis- 
sion made it necessary that the registration- 
statement be drafted so as to require the neces- 
sary information from prospective issuers of 
securities in a form which could be most con- 
veniently analyzed by the staff of the com- 
mission. It was pointed out also that the act 
itself contained certain specific requirements 
which must necessarily be incorporated in the 
registration-statement form. 

Within these unavoidable limitations the In- 
stitute’s committee undertook to make recom- 
mendations for changes in the original drafts 
which were submitted to it. These drafts con- 
sisted of three more or less separate documents. 
The first was a questionnaire intended to elicit 
general information required under schedule A 
of the act. The second consisted of forms of 
balance-sheet and profit-and-loss statement with 
instructions appertaining to specific items in the 
financial statements. The third was a draft of 
general regulations governing procedure under 
the act, and containing among other things 
statements as to the qualifications of account- 
ants who might certify financial statements un- 
der the act, and an outline of the manner in 
which such statements should be certified. 

The Institute's committee first devoted its 
attention to the financial-statement forms and 
related instructions. A good many recommen- 
dations were made, some of which the commis- 
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sion’s staff indicated would be adopted, others 
of which were rejected and still others of which 
were taken under advisement by the commis- 
sion without intimation as to whether or not 
they would be adopted. 

Recognizing the impracticability of attempt- 
ing to effect major alterations in the financial- 
statement forms in view of the rigidity of the 
securities act itself, and in view of the limited 
time available for drafting regulations, the In- 
stitute’s committee devoted its attention prin- 
cipally to explaining the desirability of as much 
elasticity as possible in the requirements as to 
the form in which accounting information must 
be submitted. It was suggested that the forms 
first issued be accompanied by an explanation 
that they were suggested as a guide to appli- 
cants for registration, and that reasonable de- 
partures from the form would not invalidate 
the application so long as the required infor- 
mation were presented in an intelligent manner. 


In order to minimize the burden, which it 
was recognized in some cases might be heavy, 
of furnishing in full detail all the information 
indicated on the proposed financial statement 
forms, the Institute’s committee suggested in- 
clusion of a qualifying phrase to the effect that 
if any of the desired information could not 
be made available without unreasonable expense 
and delay a statement as nearly accurate as pos- 
sible, with an explanation of the circumstances, 
might be offered in lieu thereof. 

The Institute’s committee suggested also that 
whatever financial statements might be required 
for years prior to the year immediately preced- 
ing the date of the application be accepted in 
the form which the prospective issuer cus- 
tomarily used. The suggestion was accom- 
panied by an explanation that the difficulty of 
recasting financial statements for several years 
in the form of the standard statements sug- 
gested by the commission would, in many cases, 
impose unreasonable expense and delay upon 
the prospective issuer. 

With reference to a proposal of the commis- 
sion that consolidated statements for companies 
controlled by the prospective issuer be sub- 
mitted, the Institute’s committee recommended 
that the issuing company be given the option 
of consolidating companies of whose capital 
stock it owned not less than 75 per cent., or 
submitting individual statements of such com- 
panies controlled but not consolidated. 


The Institute’s committee pointed out that 
the form of balance-sheet drafted by the com- 
mission resembled the form customarily em- 
ployed by public-utility companies rather than 
that common among industrial companies. 

With respect to the profit-and-loss statement, 
the Institute’s committee strongly recommended 
the elimination of items which would have re- 
quired disclosure of trade information advan- 
tageous to competitors. 

In discussion of the general regulations 
affecting accountants’ certificates, the Institute’s 
committee endeavored to explain the limitations 
of the professional accountant and the necessity 
for his so phrasing his certificate as to indicate 
that he expresses his professional opinion of the 
financial statements rather than vouching for 
the exact mathematical accuracy of all the in- 
dividual items. It was pointed out also that 
under the severe provisions in the act concern- 
ing the liability of accountants, rigid require- 
ments as to the form of accountants’ certificates 
which did not allow reasonable latitude in 
phraseology might encourage unjust attacks up- 
on accountants in the form of strike suits by 
unscrupulous investors. 


Altogether the Institute’s representatives 
spent about 26 hours in conference with the 
trade commission’s committee. Every courtesy 
was shown them, and their suggestions were 
received with interest and appreciation. The 
Institute’s committee recognized the severe 
limitation of time under which the commis- 
sion’s staff was required to work, and it was 
the consensus of opinion that amendments of 
the regulations first issued would undoubtedly 
be necessary when they had been in effect long 
enough to indicate in just what respects they 
needed improvement. 


It is the belief of the Institute’s committee 
that the features of the regulations which will 
be considered most objectionable by prospective 
issuers will be found to hark back to the securi- 
ties act itself, and that if any of the provisions 
are found to be impracticable efforts to correct 
them will probably be made through amend- 
ment of the statute. 


The Institute’s sub-committee consists of T. 
Edward Ross, chairman, George P. Auld, Wil- 
liam B. Campbell, and Herbert M. Temple. 
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“Professional Accountancy Training 
in Collegiate Schools of Business” 


A study of professional accountancy training 
in collegiate schools of business has been pub- 
lished by Mervin Isaacs, a certified public ac- 
countant of New York, at Far Rockaway, L. I. 
The publication is in pamphlet form, and con- 
sists of 152 printed pages including tables and 
indexes. It contains a summary of the develop- 
ment of accountancy and accountancy education 
in the United States, analyzes the present status 
of colleges courses in accountancy and com- 
pares the contents of curricula with require- 
ments of the profession. Some suggestions of 
problems for future investigation are also 
presented. 


National Industrial Recovery Act 


A sub-committee of the Institute’s special 
committee on public relations, consisting of C. 
Oliver Wellington, New York, chairman, Lewis 
Ashman, Chicago, and Philip N. Miller, New 
York, has offered the administrators of the 
federal industrial control act, also known as the 
national industrial recovery act, the codperation 
of the Institute in developing any general regu- 
lations affecting accounting information or 
presentation of financial data for trade groups 
which may present codes of fair competition 
under the act. 


It is the opinion of the chairman of the In- 
stitute’s sub-committee that the administration 
will not attempt by regulations to prescribe uni- 
form systems of accounts or methods of pre- 
senting financial data for the various trades and 
industries, but will only review and pass upon 
the adequacy of accounting systems and meth- 
ods devised by trade associations themselves. 


In this work the trade associations will un- 
doubtedly desire the assistance of professional 
accountants, but it is believed that it would be 
improper for the Institute itself to offer co- 
Operation to any individual associations, since 
work of this character should be performed by 
individual accountants or firms as professional 
engagements, and by offering its assistance 
gratis the Institute would be competing with 
its own members. 


NATURAL BUSINESS YEAR 


The Institute’s committee suggests that the 
establishment of codes of fair competition in- 
volving many features of trade practice under 
the recovery act may provide an opportunity 
for the standardization of natural fiscal years 
within the various industries. Members of the 
Institute who are called upon to advise trade 
associations under the act are requested to take 
the opportunity to suggest the adoption of a’ 
natural year by the industries concerned. Co- 
operation of the Institute’s special committee 
on natural business year is available to all mem- 
bers who desire it. 


““RACKETEERING UNDER RECOVERY ACT” 


On July 6th the Institute’s special commit- 
tee on the recovery act released through the 
publicity department of the Institute the fol- 
lowing press notice calling attention to the de- 
sirability of consulting only reputable profes- 
sional practitioners in the establishment of 
codes by trade associations: 

The American Institute of Accountants, national 
body representing the profession, has had called to 
its attention numerous instances of individual groups 
and new corporations which are actively seeking 
work from business men individually and in trade 
groups for servce in connection with the national 
industrial recovery act. 


Undoubtedly professional service will be required 
by all trade groups in setting up uniform methods 
of accounting, particularly uniform determination of 
costs, and many groups have already made arrange- 
ment with professional firms to accumulate impartial 
statistics for industries that have not previously been 
fully organized. Such important and confidential 
work, however, should be entrusted only to indi- 
viduals and firms of established reputation. 

The Institute has already offered to the govern- 
ment authorities administering the recovery act the 
coéperation of the Institute as the official body and, 
indirectly, the assistance of its members in prepara- 
tion of those features of regulation which will deal 
particularly with accounting questions. 

Business men are especially warned against in- 
dividuals or organizations who claim to have political 
influence and will for large fees put through codes 
for trade groups on a more favorable basis than they 
themselves could obtain. Professional advice, not 


only from accountants but from lawyers, engineers, 
etc., will undoubtedly be helpful and necessary, but 
the questions involved under the recovery act affect 
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so vitally the interests of all business men that they 
can not be too careful in seeing that their advisors 
are individuals or firms of high character and pro- 
fessional reputation and the broadest and best ex- 
perience in professional work. 


Bankers and the Natural Fiscal Year 


The interest of bankers in wide adoption of 
natural fiscal years by industrial and commercial 
enterprises is presented at length in a letter 
from C. A. Rude, chairman of the committee 
on coéperation with accountants of the Southern 
California chapter of the Robert Morris Asso- 
ciates, to Walter B. Gibson, chairman of the 
committee on codperation with the Robert 
Morris Associates of the Los Angeles chapter, 
California State Society of Certified Public Ac- 
countants. The text of the letter is in part as 
follows: 

“At a recent meeting of the local chapter of 
the Robert Morris Associates, there was considerable 
discussion regarding the practice of the majority of 
business organizations in having their fiscal year end 
with the calendar year, that is, December 31st. 

“It was felt that this practice throws an excep- 
tionally heavy burden on the credit departments dur- 
ing the spring of the year, with rather unhealthy 
results in that it causes in many cases hasty work, 
lacking in thoroughness and the proper study. This 
is, of course, an injustice both to the bank as a 
credit grantor and to the client through lack of 
proper consideration of his situation. Furthermore, 
in spite of all the additional hours which might be 
spent by a credit department in order to handle the 
extra load, they would still be unable to keep up 
with the volume, which means that many statements 
lie untouched for a long period of time after the 
close of the fiscal period and consequently the in- 
formation is oftentimes several months old and not 
as applicable as it might be. 

“The audit and preparation of statements as of 
the calendar year in very many cases results in a de- 
cidedly embarrassing situation in that the need for 
bank funds may come before or during the calendar 
year audit period. Consequently, the bank does not 
have the basis for an adequately considered decision 
of “Yes” or “No”. 

The association is also cognizant of the fact that a 
steadily increasing number of our larger borrowers 
are obtaining the services of certified public account- 
ants in the preparation of their annual statements, 
with the result that the accountants are also faced 
with an exceptionally heavy volume at the calendar- 
year end. We can appreciate that this results in un- 
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balanced organization in the sense that it is necessary 
to have an exceptionally large staff at that time of 
the year, which it is economically inadvisable to 
carry on throughout the balance of the year when 
the volume of work must be quite low. We can 
appreciate such a situation would have a tendency 
to result in the engaging of a considerable number 
of accountants on a temporary basis, which for ob- 
vious reasons is not conducive to the most efficient 
organization. For one thing, in order that an ac- 
counting organization may allocate its work to the 
necessarily highly trained personnel of its staff, a 
considerable amount of overtime work may result, 
which makes the audit more costly to the customer 
and which it is conceivable may be less efficient. 

“We feel that perhaps it takes longer for the re- 
ports to get into our hands than is necessary if they 
were not delayed by an exceptionally heavy volume 
in the accounting organizations. The timeliness of 
information is, of course, obvious and it is our de- 
sire to eliminate as much as possible the lag be- 
tween the close of the fiscal year and the date on 
which the information comes into our possession, is 
analyzed, and the conclusions and recommendations 
not only reached but put into practice to correct any 
inefficiency, lack of economy, etc., that may be re- 
vealed thereby. 

“From the viewpoint of analysis of a particular 
concern’s financial condition it appears to us that a 
statement as of the close of the natural year could be 
used to better advantage than December 31st, which 
is oft times in many businesses an abnormal period. 

“From the viewpoint of cost of auditing and from 
the viewpoint of thoroughness of auditing, we feel 
that the natural year should have a distinct advantage 
in that the natural year-end would, in the majority 
of cases, be at the close of a peak season when re- 
ceivables and inventory would as a whole be at a 
fairly low level. It would seem that such a condition 
would tend to make possible either a reduction in 
the cost of performing work similar to that done for 
a particular concern in the past, or would make pos- 
sible the conducting of a more detailed audit at about 
the same cost to the management. For example, we 
suggest that it would be much easier to convince the 
management of the desirability of having a full con- 
firmation of receivables or a more detailed super- 
vision of inventory at the low period of the year 
rather than at December 31st, which, as suggested 
previously, is in many cases a peak period and at 
that time the cost would be much greater. 

“In connection with this thought, (the feasibility 
and consequent reduction of expense), it also occurs 
to us that it is of distinct advantage for a manage- 
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ment to close its business year at a natural period 
even though they may not be employing the services 
of an independent certified public accountant. It oc- 
curs to us that statements prepared by their own 
staff are more costly and less thoroughly done at a 
calendar year-end as compared with a low point. In 
a number of cases part of the work incident to an 
audit, that is, the preparation of schedules, can be 
done by the client’s own accounting staff if they 
have the necessary available time. It is obvious 
that this would be facilitated if the fiscal period 
ended at a low point of the year. 

“There are, of course, innumerable advantages 
with which you and your associates are probably 
more familiar than we, and probably the only real 
objection offered is that in connection with the diffi- 
culties of split-year income-tax returns. Our obser- 
vations in this connection, however, indicate that it 
is not an insurmountable obstacle and can in the 
ordinary cases be quite easily handled. 

“In line with these thoughts, the Southern Cali- 
fornia chapter of the Robert Morris Associates passed 
a resolution to the effect that we would, for the 
betterment of credit operations and credit granting, 
discuss with our customers and encourage wherever 
feasible, the closing of their fiscal year to conform 
with the natural year of their particular business 
rather than with the calendar period. Knowing the 
interest of your committee and your associates in this 
problem, I have been delegated to inform you of 
this resolution and to suggest to your organization 
that we will greatly appreciate your continued co- 
operation in the program.” 


Bids for Accounting Engagements 


A recently published report of the Carnegie 
Foundation for the Advancement of Teaching, 
in codperation with the United States Office of 
Education, Department of the Interior, entitled 
Economy in higher education, contains a sug- 
gestion that educational institutions might save 
money by requesting bids from accounting firms 
before annual audit engagements. 

In a letter addressed to the authors of the 
report the secretary of the American Institute 
of Accountants points out the disadvantages of 
bids for professional engagements. The text 
of the letter is in part as follows: 

In looking through the recent report of the Car- 
negie Foundation for the Advancement of Teaching 
entitled ‘Economy in Higher Education’, which is a 
most interesting document, I noted on page 104 the 
following paragraph: 

“"(e) Audits. Is too much being paid for the 


annual audit? One institution accustomed to pay- 
ing about $5,000 for the annual audit sent copies of 
the auditor's report to several reliable auditing firms 
and asked for bids. The audit now costs only $2,000 
a year.’ 

“This statement is a little discouraging. In the 
interests of the public, as well as those of the ac- 
countancy profession, the American Institute of Ac- 
countants has tried to discourage the practice of bid- 
ding for professional accounting engagements. Ac- 
counting work can not be performed according to 
preconceived specifications, and no accountant can 
do more than estimate very roughly the cost of con- 
ducting the audit of an institution whose accounts 
he has not audited before. 

“If an engagement is obtained through tender of 
a low bid, and if it later develops that the account- 
ant finds his costs running higher than he had ex- 
pected there is an undeniable temptation to cut cor- 
ners in an endeavor to avoid a loss, or at any rate 
to avoid any investigation or study which is not 
strictly necessary to render a report meeting the re- 
quirements of the engagement. No reputable ac- 
countant will render a report which is not complete 
and accurate, even if he loses money in the engage- 
ment, but it is possible that in the circumstances 
which I have mentioned the client will receive a re- 
port of much less value than he might have obtained 
if the engagement had not been undertaken on a flat 
fee bid. 

“No one would engage a lawyer or a physician 
on the basis of bids, and I assure you that it is 
equally illogical to engage an accountant on that 
basis. A good many people believe that accounting 
is a matter of routine and of mathematical exactitude. 
They are unaware that professional opinion, judg- 
ment and discretion play the most important part in 
accounting work. 

“The layman ordinarily can not tell the difference 
between the reports rendered by two accounting firms 
any more than he can judge the merits of diagnoses 
made by two physicians, but there is no question that 
the individual qualifications, experience and integrity 
of the accountant determine the value of his report 
just as truly as the individual qualifications of the 
physician determine the value of his diagnosis. 

“That is why we feel that the public is apt to be 
misled and endangered by encouragement in high 
places to award accounting engagements on the basis 
of bids. A suggestion emanating from such a re- 
spected source as the Carnegie Foundation for the 
Advancement of Teaching will certainly have weight, 
and we are afraid will not help progress in the right 
direction.” 
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NEWS OF LOCAL SOCIETIES 


California 

The California State Society of Certified Pub- 
lic Accountants held its annual meeting on June 
9th and 10th at the Palace hotel, San Francisco. 
James E. Hammond, president of the society, 
delivered the address of welcome, to which 
Harry B. Mills, Clarence E. Bradford and Jud- 
son E. Krueger responded. 

Addresses on the subject of accountancy 
legislation were delivered. William Dolge pre- 
pared a paper on the “Brief history of ac- 
countancy legislation in California’, John F. 
Forbes, chairman of the society's committee on 
legislation, reported on current legislation 
affecting the accounting profession, and N. L. 
McLaren spoke on the “Trend of accountancy 
legislation’. 

A paper on ‘Compulsory audits by law’ was 
presented by Albert J. Watson, and was fol- 
lowed by discussion. 

After luncheon Bernard F. Haley, executive 
head, department of economics of Stanford 
University, addressed the meeting on ‘The 
present economic situation”’. 

The Los Angeles chapter arranged the fol- 
lowing addresses: ‘“‘Codperation with bankers” 
by Walter B. Gibson; “Developments of ac- 
counting services” by W. J. Palethorpe; ‘‘Muni- 
cipal audits’ by George H. Wood; “Profes- 
sional ethics” by Lewis A. Carman. 

William Dolge, chairman of the commit- 
tee on by-laws spoke on “Our state society by- 
laws’’. 

In the evening a dinner was arranged in 
honor of John F. Forbes, president of the 
American Institute of Accountants, and Ralph 
W. E. Cole, president of the American Society 
of Certified Public Accountants. Lewis Lilly 
acted as toastmaster. 

The morning of the second day was devoted 
to the reading of minutes of the previous meet- 
ing, reports of officers and committees and the 
election of officers and directors of the society. 
The following officers were elected: Melvin D. 
Wilson, president; John F. Forbes, vice-presi- 
dent; Harry B. Mills, second vice-president; 
B. W. Bours, secretary-treasurer. B. W. Bours, 
John F. Forbes, Anson Herrick, Harry B. Mills, 
H. Edwin Nowell and George W. Sims were 
elected directors for two years. 

After luncheon a golf tournament took place 
at the Millbrae Golf and Country club. 


Maryland 


At a meeting of the Maryland Association 
of Certified Public Accountants held at the 
Emerson hotel on June 13th, the following 
officers, trustees and auditor were elected for 
the ensuing year: C. Willard Amos, president; 
F. Earl Reuwer, vice-president; F. A. Shallen- 
berger, secretary; Edward G. Shipley, treas- 
urer; H. Ashlin Dykes, Elmer L. Hatter and 
William M. Krieb, trustees; Carroll F. Davis, 
auditor. 

After the elections the meeting was devoted 
to discussion of new by-laws for the association. 

In the June issue of The Journal of Ac- 
countancy attention was drawn in an editorial 
to the establishment of an accounting library 
by the Maryland Association of Certified Pub- 
lic Accountants. At a meeting held in March, 
1932, an appropriation of $500 as an initial 
expenditure for a professional library was ap- 
proved, with the provision for an annual 
appropriation of $200 for new books when de- 
sired. Such appropriations are made payable 
to the Enoch Pratt Free Library of Baltimore, 
the librarian of which acts as custodian of the 
collection. 

The Maryland Association has issued a lib- 
rary bulletin under date of June 1, 1933, which 
contains an index of the books by authors and 
subjects, a statement of facilities afforded by 
library from professional viewpoint, the names 
of the officers and trustees of the association, 
and the names of the members of the library 
and publicity committees. The bulletin also 
contains an alphabetical directory of the mem- 
bers of the Maryland Association. 

Michigan 

The Michigan Association of Certified Pub- 
lic Accountants held its annual meeting at the 
Statler hotel, Detroit, on June 15th, at which 
the following officers were elected: C. J. Lynch, 
president; M. A. Yockey, vice-president; W. H. 
Ball, secretary; Grace A. Dimmer, treasurer. 
A. L. Barrett, N. B. Isenberg and E. W. 


Wheeler were elected directors, and Louis 
Schneider, auditor. 


Missouri 
On June 9th and 10th the Missouri Society 


of Certified Public Accountants held its annual 
meeting at the President hotel, Kansas City. 
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Following are the newly elected officers: Proc- 
ter H. Kerr, president; Lee J. Muren, first vice- 
president; Melton H. Carter, second vice-presi- 
dent; John W. Rader, secretary; A. J. Benner, 
treasurer. Miller Bailey, Francis R. Brodie, 
Parry J. Barnes, B. L. Sterbenz and W. A. 
Helm were elected directors of the society. 


Nebraska 


The Nebraska Society of Certified Public Ac- 
countants held its annual meeting at the Lin- 
coln hotel, Lincoln, on June 27th. 


Certain suggested changes in the by-laws of 
the society were adopted. The proposed code 
of ethics submitted by the committee on pro- 
fessional ethics at the December meeting of 
the society was adopted after a few proposed 
changes had been made. 


The following officers and directors were 
elected: Edward E. Lanphere, president; El- 
ton C. Loucks, vice-president; Victor C. Brink, 
secretary; Wayne McPherren, treasurer; Ray- 
mond H. Walker, William Bryden and A. E. 
Spellman, directors. 


The next meeting of the society will be held 
in September. 


Oregon 


The annual meeting of the Oregon State So- 
ciety of Certified Public Accountants took place 
on June 13th at Portland. The following 
officers were elected: H. W. McIntosh, presi- 
dent; Ernest Farnand, vice-president; Frank S. 
Hecox, secretary; Pearce C. Davis, treasurer. 


Pennsylvania 


The Pennsylvania Institute of Certified Pub- 
lic Accountants held its annual meeting at 
Galen Hall, Wernersville, on June 15th, 16th 
and 17th. 

The resiring president, William R. Main, 
spoke on the activities of the institute with 
reference to the recent session of the Pennsyl- 
vania legislature, and pointed out that a num- 
ber of laws had been passed that were of inter- 
est to all certified public accountants. Mr. 
Main recommended that the institute take 
greater interest in future legislation and in pub- 
licity for the profession, and suggested that 
the institute be represented at the next session 
of the legislature. 
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Mr. Main also recommended that members 
who had labored faithfully for the advance- 
ment of the profession should receive some 
recognition of such service. He suggested the 
establishment of an order known as the Silver 
Legion, and that members who complete 25 
years of continuous membership in the institute 
might be given a suitable scroll bearing testi- 
monial to that effect. 


R. J. Bennett, secretary of the Institute, re- 
ported that of the 1005 certificates issued by 
the Commonwealth of Pennsylvania, 634 cer- 
tificate holders had become members of the 
Pennsylvania Institute, but through deaths and 
resignations the membership now numbered 
only 500. 


T. Edward Ross delivered an address on the 
federal securities act. 


“The Pennsylvania banking code” was the 
subject of an address by Lucien B. Carpenter, 
former deputy attorney-general of the Common- 
wealth of Pennsylvania. 


Following are the newly elected officers and 
directors: Adrian F. Sanderbeck, president; 
Clarence L. Turner, vice-president; Robert J. 
Bennett, secretary; Donald M. Russell, treas- 
urer; Ludwig zur Nieden, auditor; Ernest 
Crowther and John K. Mathieson, council mem- 
bers for one year; Francis P. Byerly, William 
R. Main and Harry Ness, council members for 
two years. Members of the committee on pro- 
fessional ethics are: Edward P. Moxey, Jr., 
chairman, John Balch, James M. Cumming, D. 
Vincent Johnston and Charles E. Procasco. The 
committee on nominations consists of: Horace 
P. Griffith, chairman, C. Whitford McDowell, 


Ernest Crowther, Edwin S. Reno and John H. 
Zebley. 


Virginia 


The Virginia Society of Public Accountants 
held its semi-annual meeting on May 26th and 
27th at the John Marshall hotel, Richmond. 
Approximately 50 persons were present. 


Raymond B. Pinchbeck, professor of eco- 
nomics, and dean of the University of Rich- 
mond, spoke on “Inflation and the Roosevelt 
program” and W. N. Nickels, Jr., chairman 
of the state industrial commission, delivered an 
address on ‘The place of accounting and audit- 
ing in administration of public affairs’. 
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Washington 


Following are newly elected officers and di- 
rectors of the Washington Society of Certified 
Public Accountants: John E. Chambers, presi- 
dent; E. C. Daniels, vice-president; E. F. 
Chabot, secretary-treasurer. Directors: L. F. 
Reinhard, Neil Sexton, S. E. Friedman, F. O. 
Johnson, J. M. McConahey, H. L. Scott, Eric 
P. Van. 


Wisconsin 


The annual meeting of the Wisconsin So- 
ciety of Certified Public Accountants took place 
on June 27th. The following officers and 
directors were elected: Hugh Sinclair, presi- 
dent; Clarence Lichtfeldt, vice-president; 
Arthur E. Wegner, secretary-treasurer. The di- 
rectors are: William Charles, Clarence Licht- 
feldt, Thomas A. McCormack, Delbert W. 
Reynolds, Hugh A. Sinclair, Arthur E. Weg- 
ner and Fred C. Kellogg. 


ANNOUNCEMENTS 


Frederic A. Tilton, Austin R. Porterfield and 
Frederick C. Rohwerder were admitted to mem- 
bership in the firm of Haskins & Sells, New 
York, on June 1, 1933. 

Announcement has been received that Will- 
iam M. Trant was admitted to membership in 
the firm of Haskins & Sells, Denver, Colorado, 
on June 1, 1933. 

H. Brooks Davies was admitted to member- 
ship in the firm of Haskins & Sells, Cleveland, 
Ohio, as of June 1, 1933. 


Goldsborough Robinson announces that he 
has opened offices under his own name at the 
Starks building, Louisville, Kentucky. 


Harvey S. Chase, as chairman of the commit- 
tee on federal budget procedure of the Na- 
tional Economy League, has prepared a report 
which is to be submitted to the bureau of the 
budget at Washington, D. C. 


James F. Hughes, New York, delivered an 
address at the graduation exercises of Ben- 
jamin Franklin University at Washington, D. 
C., on June 17th, when the degree of doctor 
of commercial science (honoris causa) was be- 
stowed upon him. 


Dean J. Hugh Jackson of Stanford Uni- 
versity, California, delivered the commence- 
ment address at the Palo Alto high school on 
June 16th. The subject on which he spoke 


was “Education that lives.” On July 19th 
Dean Jackson addressed chamber of commerce 
secretaries of the Pacific Coast on ‘‘The business 
outlook.” 


“Fundamentals of municipal accounting” was 
the title of a paper read by Lloyd Morey, 
Urbana, at a meeting of the Municipal Finance 
Officers Association of the United States and 
Canada at Cincinnati on June 14th. 


Gabriel A. D. Preinreich, New York, is the 
author of an article entitled ‘Accounting termi- 
nology’ which appeared in the June, 1933, 
issue of the Accounting Review. 


“Supplementing the payroll audit’’ is the title 
of an article by J. B. C. Woods, New York, 
which appeared in a recent issue of the Eastern 
Underwriter. 


ERRATUM 


An announcement in the June Bulletin er- 
roneously stated that Clarence L. Turner of 
Philadelphia had been appointed as receiver of 
the Reading Company. Mr. Turner has been 
appointed receiver in equity and trustee in 
bankruptcy, respectively, of two corporations 
situated in Reading, Pennsylvania, but these 
appointments have no relation to the corpora- 
tion known as the Reading Company. 
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